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by Samuel Pizer and Frederick Cutler ¢

Capital Flow to Foreign

. AFTER raaching a peak of $3.2 billion in 1967, the out-
flow of T.5. private capital to foreign couniries was re-
duced to $2.8 billion in 1968 and declined further in the
fivat half of 1089. Noveriheless, as indicated in the Hrat
chart, the rate of outow continues to be mueh higher than
that which prevailed prior to the sudden npswing in 1956,

Postwar Foreign Invesiments
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Countries Slackens

Investments by T.8. companies in their foreign branches
and subsidiaries were eut severely in 1908, sspecinlly in the
petrolenm industry, a8 economic achviey slowed down In
many countries mﬂ excess capacity ap both for moan-
ufactares and raw mater oreign eatnings of the
companies wera alse adversaly aff declining from tha
1957 amount by 11 percent to abont $3 billion.  Of this total,
ratained e:u-mu% of the foreiom subsidiaries wera about
$750 million, a decline of 26 percent from the mlprior Frar.
Additions to direct investments threugh cn.%:‘]] tows and
retained aarni togather amounted to $1.8 billion in 1958,
raizing the total book value of divect foreign investiments to
27 1 kithen at the end of that year.

While direct investments receded In 1858, net purchases
of fﬂl‘ﬁi-%': bonds and corperate stecks by TLE. investors
climbad te $1i4 billion, from about $L4 billion in 1967, and
oredita extended by banks and commercial conceius were
expanded by over $300 million during the year, Outflows
of thiz magnitude reflected the relutive eass in T.S. mone;
markets, particolarly in the first hinlf of 1258, muglad wi
an intensified interest in the equity seourities of Cnnadian
and European anterprizes. In the eourse of 1958, however,
interest rate diffeventials shifted as the TS, economy re-
eoverad strongly accompanied by rising interest rates, whils
in Evrope interest rates daclined as economic activity 1
Canadion interest rotes roge shorply after the middle of
1958, reflecting economic recovery.

In Yine with these developments, offerings of new forei
bonds it the United States dmut:,:shed lllfsﬂw last huﬁlg:i‘.’
1958 and have remained rolatively moderats in the first hadf
of 1959, Credit extension by banks also stowed down in the
httei;;m‘t of 1958 and there were nel repayments in the frst
half of 1859, Cn the other hand, Unitady States purchasag
of foreign equity securities continned at a record pace, and
have been a zignifieant factor in the rise of share prices in
foreign markets,

Reflecting Lotk inereaged capital ouiflows and geins in
market, values, U.8. holdings of foreign securities rose from
an estimated $5.9 billion at the end of 1957 to $7.8 billion at
ths end of 1938,

Direct Investments

_ The extraordinary growth of direct forelgn investments
in 1956 and 1057, rem:ﬁmg $3 billien annually, veflected pri-
maorily accelernted ountlays in the petrolenm ind , and
to a much lesser extent an expansion of menufacturing in-
vestment. Similarly the decline io an inerement of $1.8
billion. in 1858 resclted mainly from a drastic falling off
in petroleum investments, together with small declines in
most other industries, Pefreleum investments accownted for
some 40 percent of all direst investments between 1950 and
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1958 and, a& shown in the accompanying chart, were sub-
ject to sharper vaviations than other indwsiries.

Even though reduced drom the record levels of receut
anrs, the enrrent flow of diredt investments is subatantially
righer than the postwar average. Moreover, after a long

preriod of steady expansion sbroad, U.S5, parent scompanies
tend to draw an increasing proportion of the funds needed
for further grpwih from internal sources of the exisiing
foreign enterprises and from cupitsl mackets abrond. Thns,

Commelative lncrease in U.S, Diredt Foreign
Investments, 1930-58, by Areas
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it is possible for an enlarged program of capital expendi-
tures abroad to result in 4 less than commensorate rise in
capital outflows from the United States® Newertheless,
present plans of LS. industry to invest abroad in manufac-
tnring facilities and in the development of additional re-
gerves of metals and minernls npﬁ)enr to be sufficiently ex-
tensive to indicate continned outfiows of eapital at & zela-
tively high rate for meme time 1o come.

Expansion slowed in Latin America

After o vecord growil: of $L.5 lillion in 1957, the in-
crance in divect investments in Latin Americs fall to 04
billion in 1858, gbout equal to the 1950-56 average,

Petroleura investments accounted for only 145 millien
of the 1958 total com with over $900 million investad
during 1957, About $2J0 million of the 1937 amocunt for
this industiy represented cosh payments for leases, but the
remoainder of thy decline indicated a consideralile slaclzening
of investment outleys, Investment activity in thiz indus-
try continued to center on Venezuela. There was some
upturn in activity, although on a relatively snall ceals,

1DOatn for 1DGE ob penrees ool usen of fonds of foreiph bronehies afd sub-
piliories of Unitd Bintca companba will appenr io He SORVET oF CONERHET
Bustenss for Qetoler 1099,
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in Argenting and some countries in Central America. In
several countries local conditions inhibited expension, and
depressed world market conditions were n factor in Vene-
zuela. Nevertheless, a&:lurut-iun and devolpment activity
gemnined- vigorous in the area and new arrsu ks for

" devaloping petroleum résonrses wara being warked out, al-

thongh the extant to which they will require. ¢opital ount-
flows from the Tnited States ia not clear. =
Manufacturing investments in Latin Ameriea glso wenk-
ened in 1958, with the sieady growth in Brazil and Vene-
gueln offeet by sharp declines from the 1957 yates in most
other conntries. In some of these sountries economic or
politien] diffienitier discournged expansion, but T.5. com-
piies have annovnced plans to carry out s great voriely
of manufacturing investroents in the aren in tha near futnre.
Declining earnings #nd the completion of some major
projects reduced the rate of mining Investments in the area,
nlthough sizabls investmant programs were still in pro
in Chile, Pery, and Cuba, and new developmenis are 1i
to require major outlaye in the nert few years. Of the
other industries important to Latin Ameries, TS, invest-
menta in agriculture continued to fall, es allﬂ' in Cuba
where there was a sizable liguidation, while public utilities
sustained the steady progress of recent years Ees-pita operat-
ing protlems in %ome countries.

Canadian investment smaller

U.8, direct investments in Canade inereased in value by
$£600 million in 1858, exceeding the amount invested in any
ather major area in_the year but lower than the avernga
annnal ingrense In Cannde since 1050, As in most other
aress investmant setivity was significantly lese tham in 1947,
with capita! outflows from the United States reduced more

¥ than reinvested earnings.

& reduction in mamfactnring invesiments was

the broad decline in economic activiey in Canads prob-

ably also reflected the appenrance of some excess cnpacity

folinwing a long period of expansion. Pefroleum invest-

ments were also curta}le%l:n line with the meneral experi-

ence of the industry in the year, but mining investments

ragistered some inerenss a3 new projects, sspeciaily for the
development of iron ore, were undertaken.

art of

Growth in Western Europe

The averall growth of TS, direet Investments in Western
Europe was lower in 1858 than in 1956 or 1857, but the
dovntnin reffected almost entively a steep drop iIn copital -
Hlows and reinvested earnings for the petroleum industry.
However, for this industry espeeially it iz likely thnt re-
duced eapital flows indicate that o larger propertion of
the funds required for expansion were obiained in local
capital markets, Capital outflows for manufacturing in-
vestments were reduced, and an inereasing part of the nddi-
tional investment represented reinvested earnmgs.

Investment in the Clommon Market countries was up sub-
stantinlly over the yewr, especially in France and Iialy.
The capital flow to Germany waz under the 1957 amount
bat muech of this ofiset by larger reinvested earnings. Cap-
ital flows to the Tnited Kingdom were sharply reduced in
1948, parficularly in the petrolewn industry, whila rein-
vesied earmings declined in this industry and to a Jesser
axtent in manunfactaring.

Data avnilable for the sarly months of 1958 indicate o
strong upswing in eapital flows to both the United Kingdom
and continental Europe, and the renewed advancs of eco-
nomic sctivity m these eountries, .conpled with alrsady
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pianned sions in petroleum and other industries, should
Bustain & vigorons growth.

_ bshe’r eastern hemisphere

1.5, companies accelerated their investments in the Afri-
cAT continent in 1858, nnta.h'}hy in newly developing areas in
Wﬁﬁ Jl!iL:EJc'L.:-,éelilx.'=h E;llg north of the Suhara. In tll:l lntter ai?iu

leam Qevelopment was most important, althongh the
ﬁem given hers do not provide a frll mensure of thess invest-
ments sinee they do not includs large exploration and devel-
opment expenditures charged against income. In West
friez, mining investments wers heing rapidly expanded
with continued siznble omtlays in prospect. Investment in
maanfacturing facilities in the %n.i-:-n of South Adfrice
expoandad m V. ' .

In the Middle East, investments in the patroletm industry
grew at 3 somewhat greater rate in 1958 in other Tecent
Fyeary, reflecting continned efforts to improve facilities in
the groa and expand proved ressrves. A marked inerease in
manufscturing investments in Australis was the leading
foature of developments in the Far Bast, and sizable addi-
tions wers made to investments in various industries In the
Fhilippina Republic.

Tnvestments in shipping compsnies registered in Panama

and Liberia have now bees se ted in an *International
category, sinee they cannot mﬁmded w8 part of the
aconomies of those countries. investments continued
to espand in 1958,

Major industries decline

The downtmrn in direct investmenis in 1258 was moat pro-
nounced in the oleum industry, but wis evident to a
Lessar d in all ofher industries except trade and distzi-
bution, A preliminary review of the data on capital expend-
itures and inventory actummlations by the enterprises
abroad, now being tabulated fu;'egubhcu-tion in October, indi-
cates that such ountlays were uced, but with substantin]
differences from the dain on capital outflows and reinvested
earnings covered in this report,

Although the growth in petroieum investments wag much
lesa in 1958 thaa i the 2 p_remd.i;g Fears, it exceeded the
avarage for the 195186 period. Most of the decline from
the 1956-57 penk veonrred in Latin where many
couUntries ienced eomsiderable reductions slthoungh the
bulk of the was in Venezvels, However, there were
also sizable eutbacks in Canada, the United K o, Crer-
mony and o few Far Eastern coummtries. Capital flows were
generally lower and depressed earnings in most couniies
also reduced the smount available for reinvestment.

In view of the work heing done or alrendy programmed
te develop larger proved reserves and enlarge refining and
transportation factlities in many countries, based on expecta-
tions of o steady incrsage in world demand for petrolenm
products, this incluf? is probahly entering ancther period of
rising outlays abroad.

Manufactwring investments shrond by .5, companies
wars increased by nearly $800 million in 1958, a rate abont
equal to the annmal average gince 1550 but Subatantiu.llg
lower then the mtﬁdi;lg 1854 or lﬂfl'?. '1;1113 cutb;l:}: 1;951111;&
from a Eﬂa}}&t‘cmt in capital ontflows, whila foreign
sarnings of the indusli‘;lr}r m&) the amount reinvested re-
mﬂiﬂf strong.  For Canada, capitel flows in manuiec
turing fell by almost $100 million botween 1957 and 1958,
notably in connection with aluminum produetion facilities.
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Thare was zleo & marked redustion in Latin America, al-
thowgh the drop was largaly confined to Mexzico and Cubs.
A strﬂ::;lg increasy ocourred in the British West Indies,
largely related to o singls enterprizse. _
T8, companies continned to add to theip mannfacturing |
investments in Europe in 1358 at an wrmual rate of over
$200 million, with some falling off in the United Kingdom
offset by moderats uptnrns in Several continental sountiies,
Elsewhere the th of ma.nufnutun:ullﬁ' was provesding at
a rode of 8) to 30 millien doliars anmually, but with moest of
the investment still direcied to & few mfut1vely developed
counbries, especially Australis. '
Mining inyestments declined only ﬂlﬁ}nﬂy in, 1958, despite
» substantinl reduction in earnings which limited reinvest-
ment in the year. In several areas investments this
induystry were on the increase, inclnding Canada and Wast
Adriea, where ivon ore projects were significant, and in some
of the Caribbean countries, where reserves of monferrovs

Cemwlotive Incrense in U.5. Diredt Foreign
vestments, 1950-58, by Indwstry
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oréz wera being developed. These sning were offset by
reduced activity in some South Americon countries.
Investiments in 'Fl.l'l:-]iﬁ utilities abroad, larpely in Latin
America, expanded af o steady rate in 1958, sustained by the
reinvestinent of o large portion of earnings s well a= addi-
tional capital funds, Substantial investments in public util-
ities were going forward In o numbar of countries, notabl
Venezuels nnd Cuba. For the second suecessive year U.ST
investors liguidated their interests in sugnr properiies,
lmgelﬂ in Cubs and the Dominican Republic, while investing
a small amount, on balanes, in sthar agrienltnral anterprises.
The flow of investment to expand trode and distribuiion
facilitias abmad rose moderately in 1458, A need for -
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improved access o expsndmg foreign markets was prob-
.abiy o factor in the growth of this t%ge of investment by
U.5. companies In many countries. Cangda, however,
business conditions in 1958 did not encoursge further
mvestment in this industry,

Other Private Investments

In the postwar yesrs the net outfow of T.8, private capi-
{al, other than direct investments, has filnctunted widely from
¥eaT to year, 05 shown in the firsi chart, but has tended up-
word sivee 1955 and reached a peal in 1958, The extension
of short- and long-term eredit €0 foreign borrowers by banks
wad commercial concerne has been declining since 1556,
sakihongh the net outfow from this source i 1958 still ex-
ceaded 3500 million. However, 3 roajor expansion in pur-
chases of foreign securities began m 1958 and reached
record highs last year.

Purchases by 1.5, investors of new foreign dollar bonds
began tentatively after the war and reached highs of $400-
500 million: in 1947, 1951 and 1956 when the relatively steady
Bow of Canadian Issues was supplemented by large Inter-
natiomal Bank bond issues, In 1887 these borrowers again
secounted for most of the increase to a total of $800 million
for new bond issues, but other borrowers began to enter the
market to a significant degree, This trend continued in
1958, when new bond issues totaled nearly $300 million, of
which Canada and the Internationn] Bank ench accounted
for over $350 million, Israel for some $50 million, and over
%100 million wae accounted for by 11 other comntriss. Pux-
chases of new dollar bonds in the Brst half of 1959 were
dowa to about $300 million, compared with over $600 mil-
lion in the same pariod of 1958, but the amount offered by
comparativaly new borrowers continued to rize. Fore

continved to take a largze portion of new dollar
de offered in the U1.8. mariet.

Along vwith the rize in dollar bond issues, sales of foraigm

Earnings of U.5. Diract Foreign
Investments, by Indusiry
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corporate stocks and other sseuritfes to T8, investars alwso
red upward in 1968, Sales of European orate
In the U.S. marlet were $240 million, after having heen
liquidated on balonce during 1957 ; sales of Cansdian efquities
remained steady at about $60 million; sales by the Unlon of
South Afrien inereased sl:mglyJI mainly representing shares
of an investment fund. TI.3. investors purchasad, siz-
able smounis of Canadisn bords, in addition to thoss pay-
able in 1.5, dollars, sspesially in the closing months u}m
Fear when interest retes in that country were riging sh g
In the first half of 1359 sales of foreign stocks in ﬂll:ﬁ .
market have continued at zh undimini rate, and market
prices of stocks both here and abroad have moved sharply
upward. Foreign investors have also made substantial pur-
ngasea of U.5. corporats stocks this year. It now ap
that with tha relaxation of exchange controls in Europe ot
the end of 1958 and the emergence In several countries of o
better balance between savings and Iocal demands for invest-
ment funds, the Internationsl movement of private capital
for portfolio investment is likely to expand significantly.
anges in relative interest rates among couniries assume
an added im e mnder thege circomstances. 1.5, banks
Teasted to rising interest rates here when they reduced their
cutfovw of short-term funds from $540 million in the first D
months of 1958, to almost nothing in the finsl quarter and
a net Houidation in the Grst half of this year. ¢ quiflow
of longer term bank financing alse slowed down buf don-
tinued at a moderaie pace h 1958 and the frst half of
this year. In recent months U.5. banks have apreed to
particapate in several lonn programs for foreign countries,

Foreiga Assets in the United Siates

Holdings of dollar funds in the United States by forei
governments, banks, and individualy are also Etrﬂngl_g
miluenced by relative interest rates hers and sbroad.
the firat of 1958, when short-term interest rotes in the
United States were declining relatively repidly, forejon gov-
ernments added little to their ar secounts bat puz-
chased nearly $1.5 billion of gold in the United States. In
the finnl half of 1958, ns interest rotes here moved sharply
upward while thoss in many foreign countries eontinned to
decline furaiﬁ' governments bought a further $0.8 hillion
of gol but also mereased their dollar holdings by $0.7 bil-
lion. Short-terrn dollne assets of foreigm banks and
individuals incressed by = ltte over $200 aillion in 1958.

Through the middle of this yesr domestic interest rates
rose more rapidly than thoge in most foreigm eountries, tend-
ing to maintain an inducement for foreign governments and
otiim to hold dolinr asseta. Clonsequently, while foreign
governments hava continued te gain raserves thay have tended
to hold a laxge portion of the in the form of interest pay-
illnuf doller nssets. Foreign banks sharply increased their

dings of dollar assets in tha first half of 1969, adding over
$500 million. Part of this increase reprasented a tendency
for sume fareian governments to allow private banks greator
freedom in International financing.

Increases in foreign holdings of liquid dollar assets in
1958 went va laﬁe@ninto depogits, ns shown in fable I, pri-
marily reflecting the comparatively high interesi rate then
being ]fanui on time deposits.  Inthe first half of 1952  large
part of foreigm holdings was shifted to Treasury obligations
as tha pattern of intarest rates changed.

Fomiﬁgnmwsturs have also been purchasing T.S. cor-
porate ds and stocks in moderate amounts mince the
middle of 1938. However, while these purchases were com-

aratively minor a very lorge incresee in the morket value of
reign holdings of {1.S. corporets stocks resulted from the
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-upswin§ in stock prides, which added over $2 billion to the
value of such foreign investments in the United States.

The inflow of forpign capital for direct inrestment in
.8, enterprises in 1958 +was Jeas than $50 million, so that
most of the increase in these investments in the year was
derived from reinvested earnings of over $100 million. Al-

the inflow of capital for direct investment was the
lowest in 10 years, this appears to be o temporary ull, since
a number of new “frl:l]wts are in prospect. However, much
of thacag‘:tu] req for these venturss is typically obtained
from 1.5, sources. )

Trldng all faciors into account, the value of foreign-
owned long-term ossets in the United States inecrsnsed
$2.4 billion to a total of $15.2 billien at the end of 1958,
hne risen by a further swbetantial smonnt in 1958,

Earnings of U.S. Investmients

The stendy apward trend of earnings on TLS, privats
foreign investments was interrupted in 1958, when the
desiined to $3.4 billion £rom the peak of $3.7 hillion renched
in 1867, Direct-investment earnings fell by about $375
million, as demand in most murkets was static or declining
and pricea of most basie commaditiss were drivea dewn. On
the other band, the growing velume of privete portfolie
investiments abroad, conpled with semewhat higher yields on

SURVEY OF CURRENT BUSINESS

i

29

mbﬂnd issues, raised income from this souree by some $50
0N, . ’

Orver $300 million of the dacline in direct-investment sarn-
inge resulted from a 20-percent fal] in ings of the petro-
leum ind . All branches of the industry were aﬁléntml,
althougly there wns & sharp contrast in resmlés in the fwo
Ermc:tpnl producing sveas, Latin Amaries and the Middla

ast. In the former, esrnings drepped by $500 millior

ing a G-percent dip in_crude oil production I:H' affli-

wtes of 115, companies, and the impesiiion of additienal
taxes by Veneznela in the closing monthg of the year which
socounted for a charge against enrnings of sbout $130 mil-
lioh. TIn a number of Latin Amearican countries Ehe indue-
try reparted losses for the year, although in seme cases (his
reflected rising exploration and development costs. Lower
production an% qontiniued exploration ottlays also contrib-
uted to reduce earnings in Canada. On other hand,
Middle East earnings were up substantisliy over the pre-
vious gm, us output by U.8. companies rose 14 parecent.

in Europe, where ing and marketing are the prinei
activities, petrolenm enrnings slumped sharply in a number
of conntriea. Lane exploration expenses in North Africa
were the principal factor in Iosses reported in chat area;
in moat Far Fastern counicies earnings%ﬂld steady. Opera-
tiong of tanicer fleets, most of which are now shomm in the
“Internstional” category in toble 4, resulted in much lower
esrnings in 1988 than inthe prior year.

+*

_Table L.—Faternalional Tovestment Position of the United States by Area, 1957-58
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Other industries mp'nrbilcllg substantially lower emrnings in
1858 wwers agriculture and mining. Eoarnings of agricul-
tural ses wera rodnced by more than 40 pereent, with

nearly all of the decline in Latin Americs. Sugar proper-
ties in Guin. a,;_:d elaawh:;l-a wai'.a agmm; by lower market
prices, and, of conrse, the sale of variovs pro les in
recent years also reduced the earnings base, (?ﬂlmicul-
tural mvestments in Latin Amerios also had lower enrnings
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in 1958, but in other.parts of the werld the esrnings of this
industry did not change significantly.

The sag in mining earnings which.-began in 1957 aontinned
Into 1988 as prices remained weak. Ojder established mineg,
especially copper propérties and others in Laotin America,
Canads, and Africa, wers opersting at reduced levels of out-

put and earnings for most of the year. However, newer

Table 2—Yalue of Direct Lnvestments Abroad, by Selcoted Countries aod ¥eonre, aad Major Indostries, 1957-58
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higher ;gr&ﬁta. The latter industry ranked third in earnings
among the various industrvies in 1958, after petroleum and
manufacturing, with total earnings abroad of $240 million.

Although direct-investment earni abroad were wWeak
in gome indugiries in 1858, on the whole they were sironger
than - domestic corporate profits. Whife manufacturing
sarnings abroad gained slightly, leading manufacturing sor-
porations in, the 'ﬁ'nite-.d States (excluding ¥Btrnleum produe-
tion snd refining) reported a reduction of some 1T pezcent.
Adth the drop in petroleum enrnings was abouk 20 per-
cent, in both domestie and Foreign operations, the latter were
severely affecied by rlsin%hfﬂm Minihg earnings were
down by over 20 percent botil here and abrond, but trade and
distribution aurmn% abroad increnged substantially whila
they declined in the United States,

[ndistributed earnings decline

Although en,rnm%s of foreign auhsidjnriy companies
declined $1.9 Billion in 1987 te $1.7 billion in 105B,
their dividend payments inerensed from a little over $EO!
million to about $800 million. Gonsequently, undistributed
profits declined considerably, from about 54 percemt of sub-
sidinay earnings in 1957 to abont 44 pereent In 1958. Divi-
dends inereased primarxily for petroleum and trading com-
ponie2 bub were uced for mining and egricultural
enterprises, o
Fatrolenm companies acconnted for most of the shift in
dividend policy, for despite » decline of $200 maillion in the
enrnings of foreign snhsidisries they inereassd their divi-
dend payments to parent companies by about $70 million.
The tendency to piy oub incrensed dividends extended to
companies in & great number of countries, partly reflecting

reductions in investment activity, A sizable of the
drop in undistributed profits was accounted for tlj'gm :al:ul:-:‘-F
e form o

ing subsidiaries, which paid out very litfle in
g?‘;l%mds in either 1957 or 1958, but suffered 2 sharp drep
in earnings in 1955.

Angust 1938,

Furm&suhﬂidiaﬁes of mannfacturing companies retained
about. of their earninge abhroad in both 1957 and 1988,
but in the latter year relatively more funds from earnings
ware nvailable in Rurope while sarnings and reinvestments
were lower in Canada and Latin America. Xn the case of
sgricultural snd mining enterprises, reduced reinvestments
in 1958 were the remult of decreased earnings rather than
igher dividends. . )
. Dividends and interest received frum T.S. porticlie
investments abroad have incrensed consistently since the war
and totalad over $400 million in 1868, Of the $54 millian
increase in 1988, more than half was accourited for by inter-
et on forsign doflar bonds, and there was slso a pizable
Increase in interest on short-term loans, )

Tabls 5.—Earningk on Internationel Investpeents, by Typo, 1950-58
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Regional Markets in 1958

( Continued from pugs 18)

in counter-movement to industrinl unemployiment. In Wyo-
ming, tha decline in Government income dishursements re-
flected o reduetion of military forees stationed in the State,

Reductions in Mining and Transportation

Enrnings of individuals in hoth the mining and transpor-
tation indugtries declined from 1957 te 19538 in every region
and in most States. This development is considered sep-
arztely from the regional vevisws aborve because of itz in-
dustrial rather than geographic originn That iz, the
declines starmmed largely frem o contraction in demand by
the mnnnfacturing indostry for mineral produets (for use
a2 fuel and raw materiale} and for services of the tranapor-
fation industry {in moving both raw materiale prd

finished goods).

. For ezample, the bifuminons mines of Pennsylvania,
Maryland, Fyest Virginia, Virginia, and Kentucky suippljr
more than half the coal used i the factories of New Enﬁlm R
the Midenst, and Great Lakes regions. Accordingly, the re-
duction in mnufa% in theas repions had o affect.
on mining that ax beyond their regiona] bonndaries.
Similarly the recession reduced the demand for and the
production of silver, lead, coal, and iron ore in Montana; of
coal and iron ore in Afahumn; and of zine and leed in
Nevada.

Bocpnse a suibstnniial pertion of transportation Facilities
are engaged in moving raw materials from peint of origin
to point of manufactare and in disteibuting manofactured

roduets throughout the Nation, the cyelica]l reduction in
actory activiby, thongh coneentrated geographicsily, had
direct effects on the transportation industry on s broad
geographic basis.



